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From the 
late 1980s 
onward 





Moving from a “monopoly” 
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Moving from a “monopoly” 
wage labor markets 



...where a fall in demand reduces 
employment and employers lay 
off workers... 



to a monopsony wage labor 
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...where a fall in demand leave 
employment unchanged and 
employers “lay off” vacancies. 
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The Way We Were 



Kennedy and advisors talk 
(endlessly) about wages in 
steel and other “key” 
industries and union 
wages in those industries 





The Way We Were 

Clark Clifford, Willard Wirtz, RFK, JFK 



Kennedy and advisors talk 
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The Way We Were 



Settlement of lengthy 
GM strike in 1970 
brings concerns about 

inflation 
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GM strike in 1970 
brings concerns about 

inflation 





The Way We Were 
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~ ,By EDWIN L DALE Jr. * 

WASHINGTON,' Au^. 13 — 
President Nbum annOvpced tO- 
nlght that henceforth the United 
State* would cea*e to 'convert 
foreirn-hrid dollar* Into gold — 
icitriii— .t. 


WASHINGTON, Aug, 15— 
PollUcUft«-and political econo- 
mist* who commented co Pre*l- 
dent Nixoo'r apoech tonight 
drew careful dlitinetloM -be- 
tween the domestic and Inter- 


ayilrm. 


— -How -mercy pounds.- park*. 
. yen arid francs the dollar win 
*. buy leootrow wilt depeS ’on 
, decisions of other countries.- In 
. some countries, the value of the 
* dollar may “float.” moving up 
and down In day-to-day ex- 
changes. A period of turmoil In 
the foreign-exchange markets 
. Is -all but certain, which means 
uncertainty for American tour- 
ists, exporters and Importers. 

The President said he was 
taking the action to stop "the 
attacks cf International money 
speculators" against the dollar. 
Ka .did not raise the official 
pri ce of goid . which has been 
‘ US an nonce since IW4. 


The Senate Democratic lead- 
er. Mike Mansfield of Vfonuna. 
calletf the wage-price frecie 
“harsh but Very necessary."- 
~tm delighted that'hb pa- 
tience has finally run out.” the 
Montanan said. 

~t~ lavlta Is Gratified 
! Senator Jacob K. Jarlu Of 
New York, the ranking Repub- 


Hate T Pursues British -Troops in Ulster 

-By-RERNARD WT3NRAUB Butcher a 32-year-old para- peopje.” said Pvt. David Rud- 
leeUMnoniMrw ' trooper leading a plaioou-of -■ kin, a ll-yaar-old from Not- 
BELFA5T, Northern Ire-. 30 men fa the CaUtemc-qtlir- tinghmu "They pot women 
land. Aug. 15 — They Walk * terJ "Sure, they speak . and children fa front of them 

slowly down darkened^prfag- lbh and drink tea — but that's sort open, up fire on ux. 

'field Road., gripping loaded *bout jt.” Some gul*r 


H? added: — r . . 

"The measures to bolster the 
dollar are particularly gratify- 
ing to me. 1 expect to b« ablt 
to support tbs PrerJdanJ fa 


foreign car, or take a trip 
abroad, market, conditions may 
cause yourdollar to buy allghl- 


. President Nixon after delivering telrvUed addre-u 


Highlights of Nixon Plan 

WASHl'sGTOS. Aug. 13 — foOowing or« IK* high- 
light* of Prtsiiitni Nixdn'a cddi-exa tonight . 1 

Wage* and rrioca— The President ordered a 30-day 


Living Council to administer the free** and l e c uugumd 
jneesurei to. rtsbilSr* .wages and price* afterward H* . 
also- called an corporation* to extend this fraase to all 
dJV idcruL*. _ . 

International Monetary Ppllcy— Mr. Nixon said lh* 
United Slat*.' would 00 longer convert forelgn-held dollars 
Into gold, thus altering tf.a eatlra world monetary tyitctn. 


By I AMU ML NAbGWTOM 

Washington. Aug, 15 — 

Preildem Nixon Charted a slew 
economic c oorje tnctgh f by- u> - ■ 

<isrictla_5W*i_lftt«. suT-1 

wages ’ sod pricer, requesting 
Federal tax cuts' and making a 
broad range cf tfmr.eibc and 
bilarnstlon.l move* dtugned 
strengthen the dollar. * 

In S 20- minute addrftr.trlf: 
it and broadcast natrocaJy. 
the President .ppealed So Aroerl- 
to iota him in creating 
new jobs, curtailing inflation 
restoring confidence In 8V 
economy through “the 
comprehensive new eco-. 
policy to be undertaken in 
ft four decade*." 

Nixoc can Imboie tempora rily : 
kbn self and he |uked for tot- ' 
erance i ■ he does. Other* re- 
quire Congr rational approval 
and — although he proposed 
pobcic* . that hi* critic* 
cn Capitol Hill have been' urg- 
ing .upon him — will doubtless - 
face long scrutiny before they 
Lake c fleet. o-\ _ 


Nixon imposes 
wage-price controls 
in 1971 


A WORLD EFFECT 
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A SKS TAX kVTS. NEW JOBS IN BttOAD PLAN: 


BETWEEN DOLLAR AND GOLD 
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Urges Business Aid to 

. Bolster. Economy—, 

- Budget Slashed - 


Means Others Face 
TarifyT5easi6hs~ 


Mansfield- Pleased by 
Wage-Price Action— 
McGovern Critical y 






The Way We Were 



Nixon imposes 
wage-price controls 
in 1971 





The Way We Were 



Carter wage-price 
guidelines come under 
stress due to union 
settlements 
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Carter wage-price 
guidelines come under 
stress due to union 
settlements 





Decline in Union 
Bargaining Power Since 

1970s 


Median First-Year Union Wage Settlements (right 
axis) and Percent Concessions (left axis) 



12 

10 

8 

6 

4 

2 

0 



Decline in Union 
Coverage 


Union Representation Rates for Wage and Salary 

Workers (Percent) 
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Transition 




Concession bargaining 
in steel: 1983 






Concession bargaining 
in steel: 1983 




Mild Recessions 
Compared to 1970s 

Unemployment rate, Civilian labor force: SA 
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Layoffs Limited 
Recently 


Initial Claims for Unemployment: SA 



Economic Chant Dispenser http://www.Economaqic.com/ 
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No Wage-Push 
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ECl-Private: Total Comp: 4th Qtr to 4th Qtr Percent 

Change 
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Why Monopsony? 


Flow model similar 
to Card-Krueger 




Benchmarking, 
a.k.a. copying what 
others are doing 



Monkey 


Risk associated 
with downward 
nominal wage 
rigidity 

Monopsony! 

It’s not just for 
nurses anymore! 



TRUMAN F. BEWLEY 


WHY 
WAGES 
DON’T FALL 


DURING A 

RECESSION 






Move from the way we were to the 
way we live now means: 

Milder recessions (economy 
better absorbs negative 
shocks) - the good news 

But also the bad news: 

- Wage squeeze 

- Reduced provision of health 
care, defined-benefit pensions 

- Decline in promised job 


security 
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